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TAGS: EAID 

SUBJECT: PEACE CORPS 1976 BUDGET 
REE: STATE 236947 

1 . THE FOLLOWING ARE THE DEPARTMENT'S VIEWS ON THE ISSUES 
RAISED BY A REDUCED FY 1976 PEACE CORPS BUDGET WHICH HAVE, 
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WITH ACTION CONCURRENCE, BEEN CONVEYED TO 0MB. 

2. IN ORDER TO CONTINUE PEACE CORPS ACTIVITIES AT THEIR 
PRESENT LEVELS, ACTION HAS PROPOSED THAT HOST GOVERNMENTS 
INCREASE THEIR CONTRIBUTIONS EOR PEACE CORPS PROGRAMS FOR 
FY '76 BY 8 MILLION DOLS. IN RESPONSE TO REFTEL, SOME OE 

OUR POSTS HAVE POINTED OUT THAT EFFORTS HAVE ALREADY BEEN 
SUCCESSEUL IN OBTAINING INCREASED CONTRIBUTIONS, BOTH IN 
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CASH AND IN KIND, WHICH TRANSLATES INTO MONEY; THAT 
INFLATION IS A SERIOUS PROBLEM; THAT THE HOST COUNTRY'S 
NEXT BUDGET IS EITHER A FAIT ACCOMPLI OR TOO FAR ALONG TO 
CHANGE WITHOUT DIFFICULTIES THAT WILL CAUSE A RESENTMENT 
DETRIMENTAL TO THE UNITED STATES; THAT GENERALLY THE PEACE 
CORPS VOLUNTEERS ARE BENEFICIAL TO AID PROGRAMS, PARTI- 
CULARLY THOSE IN AGRICULTURE AND HEALTH SECTORS. GIVEN 
THESE CIRCUMSTANCES, THE MAJORITY OF THE POSTS FAVOR A 
GRADUAL PHASE-DOWN OF THE PEACE CORPS PROGRAM RATHER THAN 

SEEKING AN INCREASED CONTRIBUTION FROM THE HOST GOVERNMENT. 

3. IT IS THE STATE DEPARTMENT'S VIEW, BASED ON THE FIELD 
REACTIONS THAT AN ACROSS-THE-BOARD FORMULA-DERIVED INCREASE 

IN HOST COUNTRY CONTRIBUTIONS COULD, IN MANY CASES, BE 
DETRIMENTAL TO OUR FOREIGN POLICY OBJECTIVES. THE 
DEPARTMENT FEELS THAT PEACE CORPS PROGRAMS SHOULD BE 
REVIEWED ON A COUNTRY-BY-COUNTRY BASIS TO DETERMINE THE 
MOST EFFECTIVE WAY TO ACHIEVE SAVINGS WITHOUT DAMAGING 
OUR FOREIGN POLICY INTERESTS. WHERE HOST GOVERNMENTS 
WOULD APPEAR TO BE WILLING TO INCREASE THEIR CONTRIBUTIONS 
TO PEACE CORPS ACTIVITIES, THIS SHOULD, OF COURSE, BE 
DONE. WHERE AMBASSADORS AND PEACE CORPS REPRESENTATIVES 
BELIEVE THAT A HOST COUNTRY CANNOT INCREASE ITS DOLLAR 
EQUIVALENT CONTRIBUTION, WE SHOULD LOOK AT THE POSSIBILITY 
OF INCREASING CONTRIBUTIONS IN KIND. WHERE NO INCREASE 
SEEMS POSSIBLE AND A DEMAND FOR GREATER CONTRIBUTIONS 
MIGHT LEAD TO UNDESIRABLE CONSEQUENCES, THE DEPARTMENT 
PROPOSES THAT ACTION CONSIDER A REDUCTION IN THE SIZE OF 
THE PROGRAM RATHER THAN A REQUEST FOR INCREASED HOST 
COUNTRY SUPPORT. 
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4. OVER THE NEXT TWO TO THREE MONTHS PEACE CORPS WILL BE 
PREPARING ITS ASSESSMENT OF HOW TO BEST COPE ON A COUNTRY- 
BYJACOUNTRY BASIS WITH A REDUCED BUDGET. MISSIONS SHOULD 
ASSIST PEACE CORPS COUNTRY DIRECTORS IN THIS ASSESSMENT, 

AND, AS APPROPRIATE, REPORT TO THE DEPARTMENT SIGNIFICANT 
DEVELOPMENTS. KISSINGER 
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